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House of Representatives

General Assembly File No. 679

February Session, 2008 Substitute House Bill No. 5843

House of Representatives, April 17, 2008

The Committee on Finance, Revenue and Bonding reported
through REP. STAPLES of the 96th Dist., Chairperson of the
Committee on the part of the House, that the substitute bill
ought to pass.

AN ACT CONCERNING ENTERTAINMENT INDUSTRY TAX CREDIT
PROGRAMS.

Be it enacted by the Senate and House of Representatives in General
Assembly convened:

Section 1. (NEW) (Effective July 1, 2008, and applicable to income years
commencing on or after January 1, 2008) (a) As used in this section:

(1) "Commissioner" means the Commissioner of Revenue Services.

(2) "Commission" means the Connecticut Commission on Culture

and Tourism.

(3) "Eligible production company" means a corporation, partnership,
limited liability company or other business entity engaged in the
business of producing sound recordings on a one-time or ongoing
basis and qualified by the Secretary of the State to engage in business
in the state.

(4) "Production expenses or costs" means all expenditures clearly
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and demonstrably incurred in the state in the development,
preproduction, production or postproduction costs for qualified sound

recordings, including;:

(A) Expenditures incurred in the state in the form of either
compensation or purchases, including production work, production
equipment not eligible for the infrastructure tax credit provided in
section 2 of this act or section 12-217kk of the 2008 supplement to the
general statutes, production software, postproduction work,
postproduction equipment, postproduction software, special effects,
audio effects, music, sound mixing, soundstages, and any and all other
costs or services directly incurred in connection with a qualified sound

recording;

(B) Expenditures for distribution, including preproduction,
production or postproduction costs relating to the creation of trailers,
marketing videos, and any and all content created on film or digital
media, including the duplication of recordings, CDs, DVDs, and any
and all digital files now in existence and those yet to be created for
mass consumer consumption; the purchase, by a company in the state,
of any and all equipment relating to the duplication or mass market
distribution of any content created or produced in the state by any
digital media format which is now in use and those formats yet to be

created for mass consumer consumption; and

(C) "Production expenses or costs" does not include the following:
(i) On and after January 1, 2008, compensation in excess of one million
dollars paid to any individual or entity representing an individual, for
services provided in the production of a sound recording; (ii) media
buys, promotional events or gifts, or public relations associated with
the promotion or marketing of any sound recording; (iii) deferred,
leveraged or profit participation costs relating to any and all personnel
associated with any and all aspects of the production, including, but
not limited to, producer fees, director fees and talent fees; (iv) costs
relating to the transfer of the sound recording tax credits; and (v) any

amounts paid to persons or businesses as a result of their participation
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in profits from the exploitation of the sound recording.

(5) "Sound recording" means a recording of music, poetry or
spoken-word performance, including any audio made for television
programs, video, movies, records, distribution, additional audio
replacement, Internet companies and digital content. "Sound
recording" does not include the audio portions of dialogue or words
spoken and recorded as part of news coverage or athletic events.

(6) "Qualified sound recording" means a sound recording produced
by an eligible production company that (A) is in compliance with
regulations adopted pursuant to subsection (g) of this section, (B) is
authorized to conduct business in this state, and (C) has been
approved by the commission as qualifying for a sound recording tax
credit under this section.

(7) "Post-certification remedy" means the recapture, disallowance,
recovery, reduction, repayment, forfeiture, decertification or any other
remedy that would have the effect of reducing or otherwise limiting

the use of a tax credit provided by this section.

(b) (1) The Connecticut Commission on Culture and Tourism shall
administer a system of tax credit vouchers for eligible production
companies producing a qualified sound recording in the state. Any
eligible production company incurring production expenses or costs in
excess of five thousand dollars, but less than fifteen thousand dollars,
shall be eligible for a credit against the tax imposed under chapter 207
or 208 of the general statutes equal to twenty-five per cent of such
production expenses or costs. Any eligible production company
incurring production expenses or costs of fifteen thousand dollars or
more, shall be eligible for a credit against the tax imposed under
chapter 207 or 208 of the general statutes equal to thirty per cent of
such production expenses or costs. Such expenses or costs shall be
counted toward such credit when incurred within the state and used
within the state, and no expenses or costs incurred outside the state
shall be eligible for a credit, even if subsequently used within the state

in the production of a sound recording.
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(2) Any credit allowed pursuant to this section may be sold,
assigned or otherwise transferred, in whole or in part, to one or more
taxpayers, provided no credit, after issuance, may be sold, assigned or

otherwise transferred, in whole or in part, more than three times.

(3) Any credit allowed under this section shall be claimed against
the tax imposed under chapter 207 or 208 of the general statutes for the
income year in which the production expenses or costs were incurred
and may be carried forward for the three immediately succeeding
income years. Any sound recording tax credit allowed under this

section shall be nonrefundable.

(4) The total amount of credits granted to all taxpayers pursuant to
this section shall not exceed five million dollars in any one fiscal year.
If the total amount of credits applied for in one fiscal year exceeds said
five-million-dollar limit, the commission may treat such excess amount

as having been applied for on the first day of the subsequent fiscal

year.
(c) (1) An eligible production company shall apply to the
commission for a tax credit voucher on an annual basis, but not later

than ninety days after the first production expenses or costs are
incurred in the production of a qualified sound recording, and shall
provide with such application such information as the commission
may require to determine such company's eligibility to claim a credit
under this section. No production expenses or costs may be listed more
than once for purposes of the tax credit voucher pursuant to this
section, section 2 of this act, section 12-217kk of the 2008 supplement to
the general statutes or section 12-217I] of the 2008 supplement to the
general statutes, and if a production expense or cost has been included
in a claim for a credit, such production expense or cost may not be

included in any subsequent claim for a credit.

(2) Not earlier than three months after the application in subdivision
(1) of this subsection, an eligible production company may apply to the
commission for a sound recording tax credit voucher, and shall

provide with such application such information and independent
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certification as the commission may require pertaining to the amount
of such company's production expenses or costs to date. If the
commission determines that such company is eligible to be issued a
sound recording tax credit voucher, the commission shall enter on the
voucher the amount of production expenses or costs that has been
established to the satisfaction of the commission and the amount of
such company's credit under this section. The commission shall

provide a copy of such voucher to the commissioner, upon request.

(3) Not later than ninety days after the end of the annual period, or
after the last production expenses or costs are incurred in the
production of a qualified sound recording, an eligible production
company shall apply to the commission for a sound recording tax
credit voucher, and shall provide with such application such
information and independent certification as the commission may
require pertaining to the amount of such company's production
expenses or costs. If the commission determines that such company is
eligible to be issued a production tax credit voucher, the commission
shall enter on the voucher the amount of production expenses or costs
that has been established to the satisfaction of the commission, minus
the amount of any credit issued pursuant to subdivision (2) of this
subsection and the amount of such company's credit under this
section. The commission shall provide a copy of such voucher to the

commissioner, upon request.

(d) If an eligible production company sells, assigns or otherwise
transfers a credit under this section to another taxpayer, the transferor
and transferee shall jointly submit written notification of such transfer
to the commission not later than thirty days after such transfer. If such
transferee sells, assigns or otherwise transfers a credit under this
section to a subsequent transferee, such transferee and such
subsequent transferee shall jointly submit written notification of such
transfer to the commission not later than thirty days after such
transfer. The notification after each transfer shall include the credit
voucher number, the date of transfer, the amount of such credit

transferred, the tax credit balance before and after the transfer, the tax
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identification numbers for both the transferor and the transferee, and
any other information required by the commission. Failure to comply
with this subsection shall result in a disallowance of the tax credit until
there is full compliance on the part of the transferor and the transferee,
and for a second or third transfer, on the part of all subsequent
transferors and transferees. The commission shall provide a copy of

the notification of assignment to the commissioner upon request.

(e) Any eligible production company that wilfully submits
information to the commission that it knows to be fraudulent or false
shall, in addition to any other penalties provided by law, be liable for a
penalty equal to the amount of such company's credit entered on the

sound recording tax credit certificate issued under this section.

(f) The issuance by the commission of a tax credit voucher with
respect to an amount of tax credits stated thereon shall mean that none
of such tax credits are subject to a post-certification remedy, and that
the commission and the commissioner shall have no right, except in
the case of possible material misrepresentation or fraud, to conduct
any further or additional review, examination or audit of the
expenditures or costs for which such tax credits were issued. If at any
time after the issuance of a tax credit voucher the commission or the
commissioner determines that there was a material misrepresentation
or fraud on the part of an eligible production company in connection
with the submission of an expense report and the result of such
material misrepresentation or fraud was that (1) a specific amount of
tax credits was reflected on the tax credit voucher issued in response to
such expense report that would not have otherwise been so reflected,
and (2) such tax credits would otherwise be subject to a post-
certification remedy, such tax credits shall not be subject to any post-
certification remedy, and the sole and exclusive remedy of the
commission and the commissioner shall be to seek collection of the
amount of such tax credits from the eligible production company that
committed the fraud or misrepresentation, not from any transferee of

such tax credits.
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(g) The commission, in consultation with the commissioner, shall
adopt regulations, in accordance with the provisions of chapter 54 of
the general statutes, as may be necessary for the administration of this

section.

Sec. 2. (NEW) (Effective July 1, 2008, and applicable to income years

commencing on or after January 1, 2008) (a) As used in this section:
(1) "Commissioner" means the Commissioner of Revenue Services.

(2) "Commission" means the Connecticut Commission on Culture

and Tourism.

(3) "Infrastructure project" means a capital project to provide basic
buildings, facilities or installations needed for the functioning of the

sound recording industry in this state.

(4) "Sound recording" means a recording of music, poetry or
spoken-word performance, including any audio made for television
programs, video, movies, records, distribution, additional audio
replacement, Internet companies and digital content. "Sound
recording" does not include the audio portions of dialogue or words

spoken and recorded as part of news coverage or athletic events.

(5) "State-certified project" means an infrastructure project for the
sound recording industry undertaken in this state by an entity that (A)
is in compliance with regulations adopted pursuant to subsection (e) of
this section, (B) is authorized to conduct business in this state, (C) is
not in default on a loan made by the state or a loan guaranteed by the
state, nor has ever declared bankruptcy under which an obligation of
the entity to pay or repay public funds was discharged as a part of
such bankruptcy, and (D) has been approved by the commission as
qualifying for a sound recording infrastructure tax credit under this
section.

(6) "Post-certification remedy" means the recapture, disallowance,
recovery, reduction, repayment, forfeiture, decertification or any other

remedy that would have the effect of reducing or otherwise limiting
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the use of a tax credit provided by this section.

(b) (1) There shall be allowed a credit against the tax imposed under
chapter 207 or 208 of the general statutes to any taxpayer that invests
tifteen thousand dollars or more in a state-certified project. Such credit
shall be in an amount equal to twenty per cent of the investment made

by such taxpayer.

(2) Eligible expenditures pursuant to this section shall include all
expenditures for a capital project to provide buildings, facilities or
installations, whether leased or purchased, together with necessary
equipment for a sound recording facility, including musical and
technical equipment, planning, design, materials and construction of
music production, rehearsal, state set construction or recording

facilities.

(3) Any credit allowed pursuant to this section may be sold,
assigned or otherwise transferred, in whole or in part, to one or more
taxpayers, and such taxpayers may sell, assign or otherwise transfer, in

whole or in part, such credit.

(4) Any credit allowed pursuant to this section shall be claimed
against the tax imposed under chapter 207 or 208 of the general
statutes. If the amount of the credit allowable under this section
exceeds the sum of any taxes due from a taxpayer, any such excess
amount of the credit allowable under this section may be taken in any

of the three immediately succeeding income years.
(5) Any tax credit earned under this section shall be nonrefundable.

(6) The total amount of credits granted to all taxpayers pursuant to

this section shall not exceed five million dollars in any one fiscal year.

(c) (1) An entity undertaking an infrastructure project for a sound
recording facility shall apply to the commission for an eligibility
certificate not later than ninety days after the first expenses or costs are
incurred, and shall provide with such application such information as

the commission may require to determine such infrastructure project's
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eligibility as a state-certified project.

(2) Each application for an eligibility certificate shall include: (A) A
detailed description of the infrastructure project; (B) a preliminary
budget; (C) estimated completion date; and (D) such other information
as the commission may require. The commission may require an
independent audit of all project costs and expenditures prior to
certification. If the commission determines that such project is eligible
to be a state-certified project, the commission shall indicate the amount
of costs or expenditures that has been established to the satisfaction of
the commission and issue to such entity a tax credit certification letter
for investors indicating the amount of tax credits available under this
section. The commission shall provide a copy of such letter to the

commissioner, upon request.

(3) Prior to the issuance of a state-certified project tax credit voucher
to a taxpayer based upon the tax credit certification letter issued
pursuant to subdivision (2) of this subsection, the entity undertaking
such infrastructure project shall provide the commission with a
description of the progress on such project and an estimated
completion date. The commission may require an independent audit of
all project costs and expenditures prior to issuance of such tax credit
voucher to a taxpayer. No such tax credit voucher may be issued prior
to such time as such state-certified project is shown to be not less than

sixty per cent complete.

(d) If a taxpayer sells, assigns or otherwise transfers a credit under
this section to another taxpayer, the transferor and transferee shall
jointly submit written notification of such transfer to the commission
not later than thirty days after such transfer. The notification shall
include the credit certificate number, the date of transfer, the amount
of such credit transferred, the tax credit balance before and after the
transfer, the tax identification numbers for both the transferor and the
transferee and any other information required by the commissioner.
After the initial issuance of a tax credit, such credit may be sold,

assigned or otherwise transferred not more than three times. Failure to
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comply with this subsection will result in a disallowance of the tax
credit until there is full compliance on both the part of the transferor
and the transferee, and all subsequent transferors and transferees. The
commission shall provide a copy of the notification of assignment to

the commissioner upon request.

(e) The issuance by the commission of a tax credit voucher with
respect to an amount of tax credits stated thereon shall mean that none
of such tax credits are subject to a post-certification remedy, and that
the commission and the commissioner shall have no right, except in
the case of a possible material misrepresentation or fraud, to conduct
any further or additional review, examination or audit of the
expenditures or costs for which such tax credits were issued. If at any
time after the issuance of a tax credit voucher the commission or the
commissioner determines that there was a material misrepresentation
or fraud on the part of a taxpayer in connection with the submission of
an expense report and the result of such material misrepresentation or
fraud was that (1) a specific amount of tax credits was reflected on the
tax credit voucher issued in response to such expense report that
would not have otherwise been so reflected, and (2) such tax credits
would otherwise be subject to a post-certification remedy, such tax
credits shall not be subject to any post-certification remedy, and the
sole and exclusive remedy of the commission and the commissioner
shall be to seek collection of the amount of such tax credits from the
taxpayer that committed the fraud or misrepresentation, not from any
transferee of the tax credits.

(f) The commission, in consultation with the commissioner, shall
adopt regulations, in accordance with the provisions of chapter 54 of
the general statutes, as may be necessary for the administration of this

section.

Sec. 3. Section 10-417 of the 2008 supplement to the general statutes
is repealed and the following is substituted in lieu thereof (Effective

from passage):

(a) With respect to digital media and motion picture activities, the

sHB5843 / File No. 679 10
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Connecticut Commission on Culture and Tourism, established under

section 10-392, shall have the following powers and duties:

(1) To promote the use of Connecticut locations, structures, facilities
and services for the production and postproduction of all digital media

and motion pictures and other media-related products;

(2) To provide support services to visiting and in-state production
companies, including assistance to digital media and motion picture
producers in securing permits from state agencies, authorities or
institutions or municipalities or other political subdivisions of the

state;

(3) To develop and update a resource library concerning the many

possible state sites which are suitable for production;

(4) To develop and update a production manual of available digital
media and motion picture production facilities and services in the

state;

(5) To conduct and attend trade shows and production workshops

to promote Connecticut locations and facilities;

(6) To prepare an explanatory guide showing the impact of relevant
state and municipal tax statutes, regulations and administrative
opinions on typical production activities and to implement the tax
credits provided for in section 12-217jj of the 2008 supplement to the

general statutes, as amended by this act;

(7) To formulate and propose guidelines for state agencies for a "one
stop permitting" process for matters including, but not limited to, the
use of state roads and highways, the use of state-owned real or
personal property for production activities and the conduct of
regulated activities, and to hold workshops to assist state agencies in

implementing such process;

(8) To formulate and recommend to municipalities model local

ordinances and forms to assist production activities, including, but not

sHB5843 / File No. 679 11
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limited to, "one stop permitting" of digital media and motion picture
and other production activity to be conducted in a municipality, and to
hold workshops to assist municipalities in implementing such

ordinances;

(9) To accept any funds, gifts, donations, bequests or grants of funds

from private and public sources for the purposes of this section;

(10) To request and obtain from any state agency, authority or
institution or any municipality or other political subdivision of the
state such assistance and data as will enable the commission to carry

out the purposes of this section;

(11) To assist and promote cooperation among all segments of
management and labor that are engaged in digital media and motion

pictures;

(12) To take any other administrative action which may improve the
position of the state's digital media and motion picture production
industries in national and international markets.

(b) (1) Beginning June 1, 2008, and monthly thereafter, the

commission shall submit to the joint standing committees of the

General Assembly having cognizance of matters relating to commerce

and finance, revenue and bonding, a report on the status of the film

production tax credit, the digital animation production tax credit, and

the infrastructure projects tax credit. Such report shall include

information on activities taking place pursuant to each of such tax

credit programs.

(2) On or before January 15, 2008, and biennially thereafter, the
commission shall submit to the General Assembly, in accordance with
section 11-4a, a report on the activities of the commission under this
section and the estimated direct and indirect economic impact of all
digital media, motion pictures and related production activity in the
state, during the preceding calendar years. Each such report shall also

include an analysis of the impact on the state of each qualified

sHB5843 / File No. 679 12
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production, as defined in section 12-217jj of the 2008 supplement to the

general statutes, as amended by this act.

Sec. 4. (NEW) (Effective July 1, 2008) (a) To stimulate the growth of
film and digital media employment in the state, the Commission on
Culture and Tourism, in collaboration with the Office of Workforce

Competitiveness, shall:

(1) Work collaboratively with other agencies, as necessary, to
improve notification to state residents who are film industry
professionals of digital and media production opportunities within the
state. Said commission shall update and maintain an interactive web
site and Internet database of freelance resident film professionals, and
shall work with said office to improve notification of freelance feature

and commercial production opportunities within the state.

(2) Encourage membership in film industry unions by informing
residents about the union membership process, and encouraging
residents to use the application, examination and selection processes of

each union.

(3) Organize a month-long Film Industry Training Program with
two weeks of classroom seminars, followed by two weeks of active
experience in the principal areas of feature production. The program
shall be for individuals and students specifically seeking entry-level

freelance work on media projects produced in this state.

(4) Administer a mentorship program for residents who (A) have
professional experience in some aspect of the film and digital media
industry, (B) are graduates of relevant college-level programs, or (C)
have completed the Film Industry Training Program. The commission
shall design the mentorship program in partnership with sponsoring
production employers and unions. Funding for internship positions

shall be shared with sponsoring production employers.

(5) Organize biannual weekend seminars for entry-level personnel,

designed to provide basic orientation to the film industry for

sHB5843 / File No. 679 13
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beginners, give a description of freelance job positions available,
conduct exercises in how to relate to production staff, cast and crew,
and provide insight into the long and demanding hours such positions

will require.

(6) Provide any necessary support for enhancement of college level
educational programs in the film and digital media industry, and of
further curriculum development for technical and secondary schools,

particularly in the areas of digital media and post-production.

(7) Conduct research and study in the following areas: (A) The
barriers to resident businesses that could provide equipment and
services to film productions, and devise outreach and education
programs to inform such businesses of opportunities; (B) the most
effective ways to further encourage out-of-state companies to relocate
or establish satellite offices in Connecticut; and (C) the identification of
opportunities across the spectrum of digital media, including
postproduction, animation, gaming technology, special effects and

computer graphics.

(b) On or before January 1, 2009, and annually thereafter, the
Commission on Culture and Tourism, in collaboration with the Office
of Workforce Competitiveness, shall submit a report, in accordance
with the provisions of section 11-4a of the general statutes, to the joint
standing committees of the General Assembly having cognizance of
matters relating to commerce, finance, revenue and bonding and
higher education, regarding actions taken to implement subsection (a)
of this section.

Sec. 5. (NEW) (Effective July 1, 2008) (a) The Office of Workforce
Competitiveness, in consultation with the Departments of Education
and Higher Education, shall develop a film industry training program
to support two areas of the state's film industry, film production and
digital media. The program's curriculum shall be designed for

individuals seeking a career in the film industry.

(b) The training program for film production shall use a three-

sHB5843 / File No. 679 14
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phased model in accordance with this subsection to create a skilled
workforce in the film production industry in the state. Such program
shall provide training by members of labor organizations and practical
experience on motion picture projects. Courses using the curriculum

shall be available at locations in different regions of the state.

(1) The first phase course shall be an introduction to the various
production departments within the industry: (A) Production
management and direction, (B) location management, (C) production
office coordination, (D) budget, accounting and payroll, (E) script
supervision, (F) camera, (G) sound, (H) property, (I) set decoration and
set dressing, (J) set construction and scenic art, (K) lighting, (L) grip,
(M) costume and wardrobe, (N) hair and make-up, (O) special effects,
(P) visual effects, (Q) post production, and (R) extras casting. The first
phase course shall provide an overview of motion picture production,
set etiquette and operations, and the various positions on the set, as
well as providing insight into the work of a free-lance production

crewperson.

(2) For purposes of the second phase course, a selection process
shall be established in which trainees apply for specific department
training, and instructors select trainees that are best equipped to
achieve success in such departments. After such selection, the first two
weeks of the second phase course shall consist of specialized classroom
training in the trainees' chosen department. During this time, trainees
will learn, in part, by preparing a short film that will be produced
through the collaboration of all of the departments. The second two
weeks of the phase two course shall involve a collaboration of the ten
departments in which the departments complete production of a short
film. Once the production of the short film begins, instructors shall act
as advisers to their departments and oversee the work that trainees do

but shall not perform work themselves.

(3) The third phase course shall be an eight to twelve-week paid
mentorship position on a feature film. The mentorship program shall

be available to residents of this state who (A) have professional

sHB5843 / File No. 679 15
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experience in some aspect of the film and digital media industry, (B)
are graduates of college-level programs in such fields, and (C) have
successfully completed first and second phase courses of the film
industry training program. The mentorship program shall be designed
for persons who are ready to declare a professional interest in a
particular area of film production and have the intention of applying
for membership in the appropriate labor organization. Funding for the
mentorship program shall be shared on a percentage basis with
sponsoring production employers in feature film or digital media. The
Office of Workforce Competitiveness may provide additional
internship programs for individuals and students who desire entry-
level experience in the film and digital media industry. Funding for
such internship positions shall be shared with sponsoring production

employers in feature or digital media production.

(c) (1) The training program for the digital media industry shall be
available at middle schools and high schools, including the vocational-
technical high schools, and, based on articulation agreements, at two
and four-year institutions of higher education. The Office of Workforce
Competitiveness, in conjunction with the Center for 21st Century Skills
established by the regional educational service center, EDUCATION
CONNECTION, and the Connecticut College of Technology, shall
establish a digital media and movie making course to develop and
enhance academic skills, creative thinking, digital media literacy and
film making skills, while increasing students' knowledge of film
making careers through the completion of a digital film project. The
project shall be comprehensive and standards-based, and shall include
research, story development, script writing, computer-assisted design,
computer animation, digital audio, digital photography and digital
video production. Students shall organize movie production teams

and assume positions on the team to complete their digital film project.

(2) For purposes of the digital media training program, the Office of
Workforce Competitiveness shall: (A) Use a research-based and
proven experiential instructional model to deliver digital media and

movie making teaching and learning activities for a culturally and
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economically diverse group of students in ten Connecticut high
schools; (B) use a national science foundation-recognized instructional
model as a foundation to develop an online digital media and movie
making curriculum for students in grades nine to twelve, inclusive; (C)
utilize the existing Connecticut Career Choices' online blended
learning environment for students, teachers, film industry
professionals and college faculty to deliver, extend and enhance digital
media and movie making education using a variety of Internet
learning technologies; (D) include professional development for high
school teachers in the use of the course materials with strategies to
adapt the curriculum for all students in all courses; and (E) arrange for
students to present their films at a student film festival to be held as

part of the annual Connecticut Innovation Exposition.

(d) The Office of Workforce Competitiveness shall submit two
reports, in accordance with section 11-4a of the general statutes, to the
joint standing committees of the General Assembly having cognizance
of matters relating to commerce and higher education and
employment advancement, on or before August 15, 2008, and on or
before March 15, 2009. Such reports shall include, but not be limited to,
the syllabi for the programs outlined in subsections (b) and (c) of this
section, an evaluation of available resources for such programs, and

any recommendations for changes in the curriculum.

Sec. 6. (NEW) (Effective July 1, 2008) (a) The Department of Economic
and Community Development, in consultation with the Labor
Department, the Departments of Education and Higher Education, the
Office of Workforce Competitiveness, and the Connecticut
Commission on Culture and Tourism, shall establish a program to
support the growth of the film industry in the state through job
development. Such program shall focus on the education and training
of a skilled professional workforce for the film and digital media
industries in this state. Such program shall target individuals who are
(1) professionals trained in the feature film industry; (2) professionals
trained in film and video-related media, but not experienced in feature

film production; (3) interested in entry into the film industry; and (4)
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students in middle and high school and students in institutions of

higher education.

(b) The program established pursuant to subsection (a) of this
section shall: (1) Include resources and information available online;
(2) be designed to develop workforce relationships between film
producers and labor organizations; (3) train state film production
professionals in order to increase the presence of Connecticut film
industry professionals in major feature film productions in the state;
(4) include a seminar course taught by professionals in the feature film
industry to provide (A) information regarding work on feature film
productions, including information regarding the labor organization
application process, and (B) on-set internship opportunities with
industry professionals; (5) provide three-phase training for feature,
infomercial and commercial productions, located in various regions of
the state; (6) provide access to film studio resources; and (7) include
digital media, animation and post-production education and training
for middle and high school students and students at institutions of

higher education.

(c) The Departments of Education and Higher Education shall
jointly develop the curriculum of such program after consultation with
the state's public and independent institutions of higher education and
digital media companies in the state. Such program shall include

digital media internships for students and externships for teachers.

(d) The Department of Economic and Community Development
shall report, in accordance with section 11-4a of the general statutes, on
the development of such program to the joint standing committees of
the General Assembly having cognizance of matters relating to
commerce and higher education and employment advancement on or
before October 1, 2008. The report shall include: (1) An evaluation of
the needs and available programs and curricula in place at public
institutions of higher education; (2) a list of existing film production
companies in the state; (3) a list of existing film industry labor

organizations in the state; (4) available paid and unpaid internships;
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and (5) available film studio resources.

Sec. 7. (NEW) (Effective July 1, 2008) There is established a film
industry equipment reserve account which shall be a separate,
nonlapsing account within the General Fund. The account shall
contain moneys appropriated for purposes of the account and any
donations received for deposit in the account. The Treasurer shall
administer the account. The Department of Economic and Community
Development shall use moneys in the account to provide equipment

for the training program established pursuant to section 6 of this act.

Sec. 8. Section 32-1m of the 2008 supplement to the general statutes
is repealed and the following is substituted in lieu thereof (Effective July
1, 2008):

(@) Not later than February 1, 2006, and annually thereafter, the
Commissioner of Economic and Community Development shall
submit a report to the Governor and the General Assembly, in
accordance with the provisions of section 11-4a. Not later than thirty
days after submission of the report to the Governor and the General
Assembly, said commissioner shall post the report on the Department
of Economic and Community Development's web site. Said report
shall include, but not be limited to, the following information with
regard to the activities of the Department of Economic and

Community Development during the preceding state fiscal year:

(1) A brief description and assessment of the state's economy during
such year, utilizing the most recent and reasonably available data, and

including:
(A) Connecticut employment by industry;
(B) Connecticut and national average unemployment;
(C) Connecticut gross state product, by industry;

(D) Connecticut productivity, by industry, compared to the national

average;
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(E) Connecticut manufacturing activity;

(F) Identification of economic and competitive conditions affecting
Connecticut's industry sectors, problems resulting from these

conditions and state efforts to address the problems; and

(G) Any other economic information that the commissioner deems

appropriate.

(2) A statement of the department's economic and community
development objectives, measures of program success and standards
for granting financial and nonfinancial assistance under programs

administered by the department.

(3) An analysis of the economic development portfolio of the

department, including:

(A) A list of the names, addresses and locations of all recipients of

the department's assistance;

(B) The following information concerning each recipient of such
assistance: (i) Business activities, (ii) standard industrial classification
codes or North American industrial classification codes, (iii) number of
full-time jobs and part-time jobs at the time of application, (iv) number
of actual full-time jobs and actual part-time jobs during the preceding
state fiscal year, (v) whether the recipient is a minority or woman-
owned business, (vi) a summary of the terms and conditions for the
assistance, including the type and amount of state financial assistance,
job creation or retention requirements and anticipated wage rates, (vii)
the amount of investments from private and other nonstate sources
that have been leveraged by the assistance, (viii) the extent to which
employees of the recipient participate in health benefit plans offered
by such recipient, (ix) the extent to which the recipient offers unique
economic, social, cultural or aesthetic attributes to the municipality in
which the recipient is located or to the state, and (x) the amount of

state investment;

(C) A portfolio analysis, including (i) an analysis of the wages paid
sHB5843 / File No. 679 20
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by recipients of financial assistance, (ii) the average portfolio wage,
median portfolio wage, highest and lowest portfolio wage, (iii)
portfolio wage data by industry, and (iv) portfolio wage data by
municipality;

(D) An investment analysis, including (i) total portfolio value, (ii)
total investment by industry, (iii) portfolio dollar per job average, (iv)
portfolio leverage ratio, and (v) percentage of financial assistance
which was provided to high performance work organizations in the
preceding state fiscal year; and

(E) An analysis of the estimated economic effects of the
department's economic development investments on the state's
economy, including (i) contribution to gross state product for the total
economic development portfolio and for any investment activity
occurring in the preceding state fiscal year, (ii) direct and indirect
employment created by the investments for the total portfolio and for
any investment activity occurring in the preceding state fiscal year, (iii)
productivity of recipients of financial assistance as a result of the
department's investment occurring in the preceding state fiscal year,
(iv) directly or indirectly increased property values in the
municipalities in which the recipients of assistance are located, and (v)
personal income.

(4) An analysis of the community development portfolio of the
department, including:

(A) A list of the names, addresses and locations of all recipients of
the department's assistance;

(B) The following information concerning each recipient of such
assistance: (i) Amount of state investment, (ii) a summary of the terms
and conditions for the department's assistance, including the type and
amount of state financial assistance, and (iii) the amount of
investments from private and other nonstate sources that have been

leveraged by such assistance;
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(C) An investment analysis, including (i) total active portfolio value,
(ii) total investments made in the preceding state fiscal year, (iii) total
portfolio by municipality, (iv) total investments made in the preceding
state fiscal year categorized by municipality, (v) total portfolio
leverage ratio, and (vi) leverage ratio of the total investments made in

the preceding state fiscal year; and

(D) An analysis of the estimated economic effects of the
department's economic development investments on the state's
economy, including (i) contribution to gross state product for the total
portfolio and for any investment activity occurring in the preceding
state fiscal year, (ii) direct and indirect employment created by the
investments for the total portfolio and for any investment activity
occurring in the preceding state fiscal year, (iii) productivity of
recipients of financial assistance as a result of the department's
investment occurring in the preceding state fiscal year, (iv) directly or
indirectly increased property values in the municipalities in which the

recipients are located, and (v) personal income.

(5) A summary of the department's economic and community
development marketing efforts in the preceding state fiscal year, a
summary of the department's business recruitment strategies and
activities in such year, and a summary of the department's efforts to

assist small businesses and minority business enterprises in such year.

(6) A summary of the department's international trade efforts in the
preceding state fiscal year, and, to the extent possible, a summary of

foreign direct investment that occurred in the state in such year.

(7) Identification of existing economic clusters, the formation of new
economic clusters, the measures taken by the commissioner during the
preceding state fiscal year to encourage the growth of economic
clusters and the amount of bond funds expended by the department

during the previous fiscal year on each economic cluster.

(8) (A) A summary of the department's brownfield-related efforts
and activities within the Office of Brownfield Remediation and

sHB5843 / File No. 679 22



688
689
690
691
692
693
694
695
696
697
698
699
700
701
702
703
704
705

706
707
708
709
710
711
712
713
714
715

716
717
718
719
720
721

sHB5843 File No. 679

Development established pursuant to subsections (a) to (f), inclusive,

of section 32-9cc of the 2008 supplement to the general statutes in the

preceding state fiscal year, except for activity under the Special
Contaminated Property Remediation and Insurance Fund program.
Such efforts shall include, but not be limited to, (i) total portfolio
investment in brownfield remediation projects, (ii) total investment in
brownfield remediation projects in the preceding state fiscal year, (iii)
total number of brownfield remediation projects, (iv) total number of
brownfield remediation projects in the preceding state fiscal year, (v)
total of reclaimed and remediated acreage, (vi) total of reclaimed and
remediated acreage in the preceding state fiscal year, (vii) leverage
ratio for the total portfolio investment in brownfield remediation
projects, and (viii) leverage ratio for the total portfolio investment in
brownfield remediation projects in the preceding state fiscal year. Such
summary shall include a list of such brownfield remediation projects
and, for each such project, the name of the developer and the location
by street address and municipality and a tracking of all funds

administered through or by said office;

(B) A summary of the department's efforts with regard to the
Special Contaminated Property Remediation and Insurance Fund,
including, but not limited to, (i) the number of applications received in
the preceding state fiscal year, (ii) the number and amounts of loans
made in such year, (iii) the names of the applicants for such loans, (iv)
the average time period between submission of application and the
decision to grant or deny the loan, (v) a list of the applications
approved and the applications denied and the reasons for such
denials, and (vi) for each project, the location by street address and

municipality; and

(C) A summary of the department's efforts with regard to the dry
cleaning grant program, established pursuant to section 12-263m of the

2008 supplement to the general statutes, including, but not limited to,

(i) information as to the number of applications received, (ii) the
number and amounts of grants made since the inception of the

program, (iii) the names of the applicants, (iv) the time period between
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submission of application and the decision to grant or deny the loan,
(v) which applications were approved and which applications were
denied and the reasons for any denials, and (vi) a recommendation as
to whether the surcharge and grant program established pursuant to
section 12-263m of the 2008 supplement to the general statutes should

continue.

(9) The following information concerning enterprise zones

designated under section 32-70:
(A) A statement of the current goals for enterprise zones;

(B) A statement of the current performance standards to measure
the progress of municipalities that have enterprise zones in attaining

the goals for such zones;

(C) A report from each municipality that has an enterprise zone,
which evaluates the progress of the municipality in meeting the

performance standards established under section 32-70a; and

(D) An assessment of the performance of each enterprise zone based

on information collected under subparagraph (C) of this subdivision.

(10) With regard to the department's housing-development-related
functions and activities:

(A) A brief description and assessment of the state's housing market
during the preceding state fiscal year, utilizing the most recent and
reasonably available data, and including, but not limited to, (i) a brief
description of the significant characteristics of such market, including
supply, demand and condition and cost of housing, and (ii) any other

information that the commissioner deems appropriate;

(B) A comprehensive assessment of current and future needs for
rental assistance under section 8-119kk for housing projects for the
elderly and disabled, in consultation with the Connecticut Housing

Finance Authority;
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(C) An analysis of the progress of the public and private sectors
toward meeting housing needs in the state, using building permit data
from the United States Census Bureau and demolition data from

Connecticut municipalities;

(D) A list of municipalities that meet the affordable housing criteria
set forth in subsection (k) of section 8-30g, pursuant to regulations that
the Commissioner of Economic and Community Development shall
adopt pursuant to the provisions of chapter 54. For the purpose of
determining the percentage required by subsection (k) of said section
8-30g, the commissioner shall use as the denominator the number of
dwelling units in the municipality, as reported in the most recent

United States decennial census; and

(E) A statement of the department's housing development
objectives, measures of program success and standards for granting
financial and nonfinancial assistance under programs administered by

said commissioner.

(11) A presentation of the state-funded housing development

portfolio of the department, including;:

(A) A list of the names, addresses and locations of all recipients of

such assistance; and

(B) For each such recipient, (i) a summary of the terms and
conditions for the assistance, including the type and amount of state
financial assistance, (ii) the amount of investments from private and
other nonstate sources that have been leveraged by the assistance, (iii)
the number of new units to be created and the number of units to be
preserved at the time of the application, and (iv) the number of actual

new units created and number of units preserved.

(12) An analysis of the state-funded housing development portfolio
of the department, including:

(A) An investment analysis, including the (i) total active portfolio

value, (ii) total investment made in the preceding state fiscal year, (iii)
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portfolio dollar per new unit created, (iv) estimated dollars per new
unit created for projects receiving an assistance award in the preceding
state fiscal year, (v) portfolio dollars per unit preserved, (vi) estimated
dollar per unit preserved for projects receiving an assistance award in
the preceding state fiscal year, (vii) portfolio leverage ratio, and (viii)
leverage ratio for housing development investments made in the

preceding state fiscal year; and

(B) A production and preservation analysis, including (i) the total
number of units created, itemized by municipality, for the total
portfolio and projects receiving an assistance award in the preceding
state fiscal year, (ii) the total number of elderly units created for the
total portfolio and for projects receiving an assistance award in the
preceding state fiscal year, (iii) the total number of family units created
for the total portfolio and for projects receiving an assistance award in
the preceding state fiscal year, (iv) the total number of units preserved,
itemized by municipality, for the total portfolio and projects receiving
an assistance award in the preceding state fiscal year, (v) the total
number of elderly units preserved for the total portfolio and for
projects receiving an assistance award in the preceding state fiscal
year, (vi) the total number of family units preserved for the total
portfolio and for projects receiving an assistance award in the
preceding state fiscal year, (vii) an analysis by income group of
households served by the department's housing construction,
substantial rehabilitation, purchase and rental assistance programs, for
each housing development, if applicable, and for each program,
including number of households served under each program by race
and data for all households, and (viii) a summary of the department's
efforts in promoting fair housing choice and racial and economic
integration, including data on the racial composition of the occupants
and persons on the waiting list of each housing project that is assisted
under any housing program established by the general statutes or a
special act or that is supervised by the department, provided no
information shall be required to be disclosed by any occupant or
person on a waiting list for the preparation of such summary. As used

in this subparagraph, "elderly units" means dwelling units for which
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occupancy is restricted by age, and "family units" means dwelling

units for which occupancy is not restricted by age.

(13) An economic impact analysis of the department's housing

development efforts and activities, including, but not limited to:

(A) The contribution of such efforts and activities to the gross state

product;

(B) The direct and indirect employment created by the investments
for the total housing development portfolio and for any investment
activity for such portfolio occurring in the preceding state fiscal year;

and
(C) Personal income in the state.

(14) With regard to the Housing Trust Fund and Housing Trust
Fund program, as those terms are defined in section 8-336m:

(A) Activities for the prior fiscal year of the Housing Trust Fund and
the Housing Trust Fund program; and

(B) The efforts of the department to obtain private support for the
Housing Trust Fund and the Housing Trust Fund program.

(15) With regard to the department's energy conservation loan

program:

(A) The number of loans or deferred loans made during the
preceding fiscal year under each component of such program and the
total amount of the loans or deferred loans made during such fiscal

year under each such component;

(B) A description of each step of the loan or deferred loan

application and review process;

(C) The location of each loan or deferred loan application intake site

for such program;
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(D) The average time period for the processing of loan or deferred

loan applications during such fiscal year; and

(E) The total administrative expenses of such program for such

fiscal year.

(16) With regard to the film industry in the state:

(A) An analysis of activities undertaken by the department to

support the growth of such industry;

(B) A brief description of marketing efforts undertaken by the

department to persons and organizations both inside and outside the

state to publicize the tax credits offered to film production companies

and digital animation companies for (i) productions, (ii) infrastructure

development, and (iii) job creation; and

(C) Recommendations for continuing the development of the film

and entertainment industries in the state.

[(16)] (17) A summary of the total social and economic impact of the
department's efforts and activities in the areas of economic,
community and housing development, and an assessment of the
department's performance in terms of meeting its stated goals and

objectives.

(b) Any annual report that is required from the department by any
provision of the general statutes shall be incorporated into the annual

report provided pursuant to subsection (a) of this section.

Sec. 9. Subsection (a) of section 12-217jj of the 2008 supplement to
the general statutes is repealed and the following is substituted in lieu
thereof (Effective July 1, 2008, and applicable to income years commencing
on or after January 1, 2008):

(a) As used in this section:

(1) "Commissioner" means the Commissioner of Revenue Services.
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(2) "Commission" means the Connecticut Commission on Culture

and Tourism.

(3) (A) "Qualified production" means entertainment content created
in whole or in part within the state, including motion pictures;
documentaries; long-form, specials, mini-series, series, [sound
recordings,] videos and music videos and interstitials television
programming; interactive television; interactive games; videogames;
commercials; infomercials; any format of digital media, including an
interactive web site, created for distribution or exhibition to the
general public; and any trailer, pilot, video teaser or demo created
primarily to stimulate the sale, marketing, promotion or exploitation of
future investment in either a product or a qualified production via any
means and media in any digital media format, film or videotape,
provided such program meets all the underlying criteria of a qualified

production.

(B) "Qualified production" shall not include any ongoing television
program created primarily as news, weather or financial market
reports, a production featuring current events, sporting events, an
awards show or other gala event, a production whose sole purpose is
fundraising, a long-form production that primarily markets a product
or service, a production used for corporate training or in-house
corporate advertising or other similar productions, or any production
for which records are required to be maintained under 18 USC 2257

with respect to sexually explicit content.

(4) "Eligible production company" means a corporation, partnership,
limited liability company, or other business entity engaged in the
business of producing qualified productions on a one-time or ongoing
basis, and qualified by the Secretary of the State to engage in business

in the state.

(5) "Production expenses or costs" means all expenditures clearly
and demonstrably incurred in the state in the development,
preproduction, production or postproduction costs of a qualified

production, including;:
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(A) Expenditures incurred in the state in the form of either
compensation or purchases including production work, production
equipment not eligible for the infrastructure tax credit provided in
section 12-217kk of the 2008 supplement to the general statutes,

production  software, postproduction work, postproduction
equipment, postproduction software, set design, set construction,
props, lighting, wardrobe, makeup, makeup accessories, special
effects, visual effects, audio effects, film processing, music, sound
mixing, editing, location fees, soundstages and any and all other costs
or services directly incurred in connection with a state-certified

qualified production;

(B) Expenditures for distribution, including preproduction,
production or postproduction costs relating to the creation of trailers,
marketing videos, commercials, point-of-purchase videos and any and
all content created on film or digital media, including the duplication
of films, videos, CDs, DVDs and any and all digital files now in
existence and those yet to be created for mass consumer consumption;
the purchase, by a company in the state, of any and all equipment
relating to the duplication or mass market distribution of any content
created or produced in the state by any digital media format which is
now in use and those formats yet to be created for mass consumer

consumption; and

(C) "Production expenses or costs" does not include the following:
(i) On and after January 1, 2008, compensation in excess of fifteen
million dollars paid to any individual or entity representing an
individual, for services provided in the production of a qualified
production; (ii) media buys, promotional events or gifts or public
relations associated with the promotion or marketing of any qualified
production; (iii) deferred, leveraged or profit participation costs
relating to any and all personnel associated with any and all aspects of
the production, including, but not limited to, producer fees, director
fees, talent fees and writer fees; (iv) costs relating to the transfer of the
production tax credits; and (v) any amounts paid to persons or

businesses as a result of their participation in profits from the
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exploitation of the qualified production.

[(6) "Sound recording' means a recording of music, poetry or
spoken-word performance, but does not include the audio portions of
dialogue or words spoken and recorded as part of a motion picture,
video, theatrical production, television news coverage or athletic

event.]

[(7)] (6) "State-certified qualified production" means a qualified
production produced by an eligible production company that (A) is in
compliance with regulations adopted pursuant to subsection (g) of this
section, (B) is authorized to conduct business in this state, and (C) has
been approved by the commission as qualifying for a production tax
credit under this section.

[(8)] (7) "Interactive web site" means a web site, the production costs
of which (A) exceed five hundred thousand dollars per income year,
and (B) is primarily (i) interactive games or end user applications, or
(ii) animation, simulation, sound, graphics, story lines or video created
or repurposed for distribution over the Internet. An interactive web
site does not include a web site primarily used for institutional,
private, industrial, retail or wholesale marketing or promotional

purposes, or which contains obscene content.

[O)] (8) '"Post-certification remedy" means the recapture,
disallowance, recovery, reduction, repayment, forfeiture,
decertification or any other remedy that would have the effect of
reducing or otherwise limiting the use of a tax credit provided by this
section.

Sec. 10. (Effective July 1, 2008) The sum of one million dollars is
appropriated to The University of Connecticut, from the General Fund,
for the fiscal year ending June 30, 2009, for the purpose of planning
and developing a digital media program.

Sec. 11. (Effective July 1, 2008) The sum of five hundred thousand
dollars is appropriated to The University of Connecticut, from the
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General Fund, for the fiscal year ending June 30, 2009, for the purpose

of purchasing equipment and software for a digital media program.

Sec. 12. (Effective July 1, 2008) The sum of dollars is
appropriated to the Department of Economic and Community
Development from the General Fund, for the fiscal year ending June

30, 2009, for the purposes of section 6 of this act.

Sec. 13. (Effective July 1, 2008) The sum of dollars is
appropriated to the film industry equipment reserve account, from the
General Fund, for the fiscal year ending June 30, 2009, for purposes of

section 7 of this act.

Sec. 14. (Effective July 1, 2008) The sum of dollars is
appropriated to the Commission on Culture and Tourism, from the
General Fund, for the fiscal year ending June 30, 2009, for organizing
and managing the Connecticut Film Festival of 2009.

This act shall take effect as follows and shall amend the following
sections:

Section 1 July 1, 2008, and New section
applicable to income years
commencing on or after
January 1, 2008
Sec. 2 July 1, 2008, and New section
applicable to income years
commencing on or after
January 1, 2008
Sec. 3 from passage 10-417
Sec. 4 July 1, 2008 New section
Sec. 5 July 1, 2008 New section
Sec. 6 July 1, 2008 New section
Sec. 7 July 1, 2008 New section
Sec. 8 July 1, 2008 32-Im
Sec. 9 July 1, 2008, and 12-217jj(a)
applicable to income years
commencing on or after
January 1, 2008
Sec. 10 July 1, 2008 New section
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Sec. 11 July 1, 2008 New section
Sec. 12 July 1, 2008 New section
Sec. 13 July 1, 2008 New section
Sec. 14 July 1, 2008 New section
FIN Joint Favorable Subst.
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The following fiscal impact statement and bill analysis are prepared for the benefit of members of the
General Assembly, solely for the purpose of information, summarization, and explanation, and do not

represent the intent of the General Assembly or either chamber thereof for any purpose:

—
OFA Fiscal Note

State Impact:

Agency Affected Fund-Effect FY09$ FY10$
Commission on Arts, Tourism, GF - Cost under under
Culture, History and Film 250,000 250,000
Workforce Competitiveness, Off. | GF - Cost 1.2 million - | 1.2 million -

1.4 million 1.4 million
Constituent Units of Higher GF - Cost See Below See Below
Education; Education, Dept.
Department of Economic & GF - Cost Significant | Significant
Community Development
Comptroller Misc. Accounts GF - Cost See Below See Below
(Fringe Benefits)!
Department of Revenue Services | GF - Revenue up to $10 up to $10

Loss million million

Note: GF=General Fund
Municipal Impact: None

Explanation

Sections 1, 2, and 9 of the bill establish new transferable tax credits
against the corporation and insurance premium taxes for (1) sound
recording production expenses in the state that exceed $5,000, and (2)
investments of $15,000 or more in sound recording infrastructure
projects in the state. The bill is anticipated to result in an annual
General Fund revenue loss up to $10 million beginning as early as FY
09 but it is more likely that the state will not begin to realize a loss until
FY 10.

1 The fringe benefit costs for state employees are budgeted centrally in the
Miscellaneous Accounts administered by the Comptroller. The first year fringe
benefit costs for new positions do not include pension costs. The estimated first year
fringe benefit rate as a percentage of payroll is 25.36%. The state's pension
contribution is based upon the prior year's certification by the actuary for the State
Employees Retirement System (SERS). The SERS fringe benefit rate is 33.27%, which
when combined with the rate for non-pension fringe benefits totals 58.63%.
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Sections 1 and 2 of the bill could also result in a cost to the
Connecticut Commission on Culture and Tourism (CCCT) associated
with a Senior Program Associate (annual salary of $76,000 plus full
fringe benefits of $45,000) and Program Associate (annual salary of
$64,000 plus full fringe benefits of $38,000) to administer the new tax
credit programs. The bill could also result in additional minimal costs
associated with staff computers and operating expenses. To the extent
that CCCT would be required to promote the programs, marketing

expenses would also be incurred.

Section 3, which requires CCCT to submit monthly reports to the
Commerce and Finance committees on the status of the film
production, digital animation, and infrastructure projects tax credit,

has no fiscal impact.

Section 4 will result in a cost to CCCT of under $20,000 associated
with a four week training program, biannual weekend seminars,
internship opportunities, research, and marketing. = Additional
minimal costs for over-time or part-time personnel to staff events, as
well as an additional staff person (annual salary of $60,000 plus full
fringe benefits of $35,000) to focus on the education and planning

component could also be incurred.

Section 5 will result in a cost to the Office of Workforce
Competitiveness (OWC) of between $900,000 and $1.1 million for the
film production training program and $250,000 for the digital media
training program. The first two phases of the training program are
estimated to cost $500,000 associated with instructors, studio time or
site rental, and supplies. The third phase of the program, the paid
mentorship, is estimated to cost $400,000 to $600,000 associated with

stipends for participating students.

The cost to OWC to administer the digital media training program
is associated with: personnel costs such as teacher stipends, a
curriculum development specialist, professional development for
teachers, and technology and internet support (approximately

$100,000); equipment and operational costs such as hi-definition
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cameras, multi-media televisions, and laptops (approximately
$100,000); and the student film festival to be offered as part of the

annual Connecticut Innovations Exposition (approximately $50,000).

To the extent that local and regional middle schools and high
schools, vocational-technical high schools, and two and four-year
institutions of higher education must offer a new course in digital

media, a potential cost could result.

Section 6 will result in a significant cost to the Department of
Economic and Community Development (DECD) associated with
establishing and implementing a film industry job development
program. Costs could include personnel, a seminar course, film and

digital media training, internships, and access to film studio resources.

This section will also result in a cost of between $50,000 and
$100,000 to the Departments of Education and Higher Education
associated with developing the curriculum for the program. The
budget bill, sHB 5021 as favorably reported by the Appropriations
Committee, does not contain funding for such purposes.

Section 7 establishes the film industry equipment account as a
separate, nonlapsing account within the General Fund. This account,
administered by the Treasurer, will be used by DECD to provide
equipment for the training program established in Section 6 of the bill.
The budget bill, sHB 5021 as favorably reported by the Appropriations

Committee, does not contain funding for such purposes.

Section 8, which requires DECD to include information regarding

the film industry in its annual report, has no fiscal impact.

Section 10 and 11 appropriates $1.0 million to the University of
Connecticut to plan and develop a digital media program, and
$500,000 to purchase equipment for such program.

The bill makes other minor and technical changes that have no fiscal

impact.

sHB5843 / File No. 679 36



sHB5843 File No. 679

The Out Years

The annualized ongoing fiscal impact identified above would
continue into the future subject to inflation, except for the cost

associated with curriculum development, which is one time in nature.
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OLR Bill Analysis
sHB 5843

AN ACT CONCERNING ENTERTAINMENT INDUSTRY TAX CREDIT
PROGRAMS.

SUMMARY:

This bill establishes new transferable tax credits against the
corporation and insurance premium taxes for (1) sound recording
production expenses in the state that exceed $5,000 and (2) investments
of $15,000 or more in sound recording infrastructure projects in the
state. The sound recording production expense credit is either 25% or
30%, depending on the amount spent. The infrastructure credit is 20%
of the amount invested. The aggregate annual limit for each credit is $5

million.

The bill establishes three film industry training programs. One
requires the Connecticut Commission on Culture and Tourism (CCCT)
to collaborate with the Office of Workforce Competitiveness (OWC) to
stimulate film and digital media employment in Connecticut. The
second requires OWC to establish a film industry training program to
support film and digital media production in the state and establishes
a special account in the General Fund to fund equipment purchases for
the training program. The third requires the Department of Economic
and Community Development (DECD), in consultation with the
departments of Education, Labor, and Higher Education, to establish a

film industry job development program.

The bill requires CCCT and DECD to provide additional reports to
legislative committees concerning the film and digital media industries
in Connecticut and their related activities.

Finally, the bill makes the following General Fund appropriations
for FY 09:
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1. $1 million to the UConn for planning and developing a digital
media program (§ 10),

2. $500,000 to UConn to buy equipment and software for the
program (§ 11),

3. an unspecified amount to DECD for the film industry job
development program the bill establishes (§ 12),

4. an unspecified amount to the film industry equipment reserve
account the bill establishes (§ 13), and

5. an unspecified amount to CCCT for organizing and managing
the Connecticut Film Festival of 2009 (§ 14).

EFFECTIVE DATE: July 1, 2008, except for CCCT’s new film credit
reporting requirements, which are effective on passage. The sound

recording tax credits apply to income years starting on or after January
1, 2008.

§§ 1 & 9 — SOUND RECORDING PRODUCTION EXPENSE TAX
CREDIT

The new sound recording production expense credit is modeled
closely on the state’s existing 30% film production expense credit, with

the following major changes. The credit is administered by CCCT.

Credit Amounts

Like the film credit, the new sound recording credit is transferable
and applies against the corporation and insurance premium taxes. The
credit for qualifying expenses of more than $5,000 but less than $15,000
is 25%; for expenses of $15,000 or more, the credit is 30%. The
aggregate annual limit for all sound production expense credits is $5
million, although CCCT can treat excess credits in any fiscal year as
having been applied for on the first day of the subsequent year.

As with the existing film credit, sound production expense credits
may be sold or otherwise transferred up to three times and excess

credits can be carried forward for up to three years.
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Qualified Sound Recordings

Under current law, certain sound recording production expenses
qualify for the 30% film production expense credit. This bill expands
the definition of sound recordings eligible for the new credit and

eliminates their eligibility for the film production credit.

Under current law, recordings of music, poetry, or spoken word
performances are eligible for the film production credit. These
performances are also eligible for the new credit. The film production
credit excludes audio portions of dialogue and spoken words recorded
as part of a movie, video, theatrical production, or television coverage
of a news or athletic event. The new credit covers expenses for audios
made for television programs, videos, movies, records, distribution,
additional audio replacement, Internet companies, and digital content.
The new credit continues to exclude audio portions of dialogue and

spoken words recorded as part of a news or athletic event.

Eligible Expenses

To be eligible for the sound recording credit, eligible production
expenses must exceed $5,000. Eligible expenses under the bill are
generally the same as the eligible expenses for the film production
credit. Some specific film-related expenses are not covered under the
new credit, such as those for sets, makeup, visual effects, film
processing, editing, and location fees. The sound recording credit
covers expenses for duplicating records but not for commercials and
point-of-purchase videos. Expenses for production equipment that are
eligible for the sound recording or film infrastructure tax credits (see

below) are not eligible for the new production credit.

The bill requires all expenses eligible for a sound recording
production credit to be incurred in Connecticut and disallows any
expenses incurred out-of-state even if they are later used here to
produce recordings. On and after January 1, 2008, the bill also limits
credit-eligible compensation to a single person, or the person’s
representative, for services the person provides for a sound recording

production to $1 million.
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Credit Administration

The bill imposes the same application, voucher, transfer, post-
certification remedy, and other requirements for the new credits as
already apply to the film production and digital animation credits. It
requires CCCT to adopt regulations, in consultation with Department

of Revenue Services (DRS), to administer the sound recording credits.

§ 2 — SOUND RECORDING INDUSTRY INFRASTRUCTURE TAX
CREDIT

The bill’s sound recording industry infrastructure credit is modeled
closely on the state’s existing film infrastructure credit. It uses the
same sound recording definition for the infrastructure credit as for the
production credit above.

Credit

The bill establishes a transferable tax credit for investments of
$15,000 or more in basic buildings, facilities, or installations needed for
the sound recording industry to work in Connecticut. The credit is
20% of the eligible investment. The sound recording infrastructure
credit applies against the insurance premium and corporation taxes.

The total aggregate amount of credits is limited to $5 million per year.

As with the existing film infrastructure credits, sound production
infrastructure credits may be sold or otherwise transferred up to three
times and excess credits can be carried forward for up to three years.

Eligible Expenses

All money spent on a capital project for leased or purchased sound
recording production buildings, facilities, and installations is eligible
for an infrastructure credit under the bill. Eligible expenses include
those for (1) musical and technical equipment and (2) planning, design,
and materials for, and construction of, music production, rehearsal, set

construction, or recording facilities.

Credit Administration

The bill requires the CCCT to administer the sound recording

infrastructure credits and imposes the same application, voucher,
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transfer, post-certification remedy, and other requirements for the new
credits as already apply to the film infrastructure credits. It requires
CCCT to adopt regulations, in consultation with the DRS

commissioner, to administer the infrastructure credits.

§ 3— CCCT FILM TAX CREDIT REPORTING REQUIREMENT
The bill requires the CCCT to submit monthly reports, beginning by

June 1, 2008, to the Commerce and Finance committees on the status of
the film production, digital animation, and infrastructure projects tax
credits. The reports must including information on activities taking

place because of each credit.

§ 4 — CCCT FILM EMPLOYMENT GROWTH PROGRAM
The bill requires CCCT to collaborate with OWC to stimulate the

growth of film and digital media employment in the state. It requires
CCCT to collaborate with other agencies to notify film professionals
living in Connecticut of film production opportunities here. CCCT
must (1) maintain an interactive website and Internet database of
freelance film professionals who live here and (2) work with OWC to
improve notice of freelance feature and commercial production

opportunities here.
CCCT must also:

1. encourage membership in film industry unions by informing
residents about union membership processes, and encouraging
use of the unions’ applications, examination, and selection

processes;

2. organize a month-long Film Industry Training Program for
people seeking entry-level freelance media production work in
Connecticut, with two weeks of classroom seminars followed by
two weeks of active experience in the principal areas of feature

production;

3. administer a mentorship program for residents who (a) have

some professional film experience, (b) are graduates of relevant
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college programs, or (c) have completed the Film Industry

Training Program;

organize twice-a-year weekend seminars for entry-level
personnel to provide a basic orientation to the film industry,
describe available freelance jobs, conduct exercises in how to
relate to production staff, cast, and crew, and give insight into

the long and demanding hours required; and

provide necessary support to enhance college-level film
education programs and further curriculum development for
secondary and technical schools, especially in digital media and

post-production.

CCCT must design the required mentorship program in partnership

with sponsoring production employers and unions. The bill requires

sponsoring production employers to share the funding for internship

positions. (The bill does not specify with whom the employers share

funding.)

The bill also requires CCCT to research and study:

1.

barriers to Connecticut businesses that could provide equipment
and services to film productions and devise education and

outreach programs to inform the businesses of opportunities;

the most effective ways to encourage out-of-state companies to

relocate or open satellite offices in the state; and

how to identify opportunities in all digital media areas,
including post-production, animation, gaming technology,

special effects, and computer graphics.

CCCT and OWC must collaborate on an annual report to the

Commerce, Finance, and Higher Education committees on the steps

CCCT takes to implement the film employment growth program. The

tirst report is due by January 1, 2009.
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§ 5 — FILM AND DIGITAL MEDIA TRAINING AND INTERNSHIP
PROGRAMS

Film Industry Training Program

The bill requires OWC, in consultation with the State Department of
Education (SDE) and Department of Higher Education (DHE), to
develop a film industry training program to support two areas of the
state’s film industry: film production and digital media. The
program’s curriculum must be designed for individuals seeking a
career in the film industry.

The film production training program must use a three-phase model
to create a skilled film industry workforce in the state. The program
must provide (1) training by labor organization members and (2)
practical experience on motion picture projects. Courses using the
program’s curriculum must be available in different regions of the
state.

Phase One: Introduction to Film Industry. The first-phase course
must be an introduction to the various production departments in the
film industry listed in the bill. They are: (1) production management
and direction; (2) location management; (3) production office
coordination; (4) budget, accounting, and payroll; (5) script
supervision; (6) camera; (7) sound; (8) property; (9) set decoration and
set dressing; (10) set construction and scenic art; (11) lighting; (12) grip;
(13) costume and wardrobe; (14) hair and make-up; (15) special effects;
(16) visual effects; (17) post production; and (18) extras casting.

The course must also provide (1) an overview of motion picture
production, (2) set etiquette and operations, (3) various positions on
the set, and (4) insight into the work of a freelance production

crewperson.

Phase Two: Producing a Short Film. The second-phase course
requires trainees to apply for specific department training. Course
instructors must select trainees who are best equipped to achieve
success in the departments. The bill requires the first two weeks of the

course to consist of specialized classroom training in the trainees’
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chosen department and preparation of a short film that will be
produced in collaboration with all of the departments. The trainees
must collaborate with the 10 departments to complete production of
the short film during the second two weeks of the course. (It is not
clear what the 10 departments are. For Phase One of the program, the
bill lists 18 departments. Also, the bill is unclear whether trainees
produce one or two short films.)

The bill requires that instructors oversee work, but not perform,
once the production of the short film begins.

Phase Three: Paid Mentorship Position. The third-phase course
must be an eight to 12-week paid mentorship position on a feature film
for state residents who (1) have professional experience in some aspect
of the film and digital media industry, (2) graduated from college-level
programs in such fields, and (3) have successfully completed the film
industry training program’s first- and second-phase courses. The
mentorship program must be designed for people who (1) are ready to
declare a professional interest in a particular area of film production
and (2) intend to apply for membership in an appropriate labor

organization.

The bill requires sponsoring production employers in feature film or
digital media to pay for an unspecified percentage of the mentorship

program.

Internship Programs

The bill allows OWC to provide additional internship programs for
individuals and students who desire entry-level experience in the film
and digital media industry. It requires sponsoring production
employers in feature or digital media production to pay for part of the

program, but does not specify how much.

Digital Media Training Program and Course

The bill requires OWC, in conjunction with the (1) Center for 21st
Century Skills established by EDUCATION CONNECTION, the
regional educational service center located in Litchfield, and (2) the
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Connecticut College of Technology, to establish a digital media and
movie-making course. The course must develop and enhance academic
skills, creative thinking, digital medial literacy, and film making skills,
while increasing students” knowledge of film-making careers through

completion of a digital film project.

The program must be available at middle schools, high schools,
vocational-technical high schools, and, based on articulation

agreements, two-and four-year higher education institutions.

The project must (1) be comprehensive and standards-based and (2)
include research, story development, script writing, computer-assisted
design, computer animation, digital audio, digital photography, and
digital video production. Students must organize and assume
positions on movie production teams to complete their digital film

project.
OWC must:

1. use a research-based and proven experiential instructional
model to deliver digital media and movie-making teaching and
learning activities for a culturally and economically diverse

group of students in 10 Connecticut high schools;

2. use an instructional model recognized by the National Science
Foundation to develop an online digital media and movie-

making curriculum for students in grades nine through 12;

3. use the existing Connecticut Career Choices’ online blended
learning environment for students, teachers, film industry
professionals, and college faculty to deliver, extend, and enhance
digital media and movie-making education using a variety of

Internet learning technologies;

4. include professional development for high school teachers in the
use of the course material with strategies to adapt the

curriculum for all students in all courses; and

sHB5843 / File No. 679 46



sHB5843 File No. 679

5. arrange for students to present their films at a student film
festival to be held as part of the annual Connecticut Innovations

Exposition.

Reporting Requirement

The bill requires OWC to report, by August 15, 2008 and March 15,
2009, to the Commerce and Higher Education and Employment
Advancement committees. The reports must include (1) the film
industry and digital media programs’ syllabi, (2) an evaluation of
resources available for the programs, and (3) recommendations for

curriculum changes.

§ 6 — FILM INDUSTRY JOB DEVELOPMENT PROGRAM
The bill requires DECD to establish a program to support job

development for the state’s film industry. It must do so in consultation
with the Labor Department, SDE, DHE, OWC, and CCCT.

The program must emphasize education and training to develop a
skilled workforce for the film and digital media industries in
Connecticut. It must target those who are (1) trained feature film
industry professionals; (2) professionals trained in film and video-
related media but not experienced in feature film production; (3)
interested in entering the film industry; and (4) middle school, high

school, and college students.
The job development program must:
1. include online resources and information,

2. be designed to develop workforce relationships between film

producers and unions;

3. train Connecticut film production professionals to increase their

presence in major film productions in the state;

4. include a seminar, taught by professionals in the Connecticut
feature film production industry, to provide information on (a)

working on feature films, including how to apply for union
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membership and (b) on-set internship opportunities;

5. provide three-phase training for feature, infomercial, and

commercial productions in various areas of the state;
6. provide access to film studio resources; and

7. include digital media, animation, and post-production education
and training for middle school, high school, and college
students.

The bill requires SDE and DHE to jointly develop the curriculum for
the film industry job development program after consulting the state’s
public and independent colleges and universities and its digital media
companies. The program must include digital media internships for

students and externships for teachers.

DECD must report by October 1, 2008 to the Commerce and Higher

Education committees on the program’s development, including;:

1. an evaluation of needs and available programs and curricula at

public colleges and universities,

2. a list of Connecticut film production companies and film

industry unions,
3. available paid and unpaid internships, and

4. available film studio resources.

§ 7 — FILM INDUSTRY EQUIPMENT RESERVE ACCOUNT

The bill establishes a separate, nonlapsing film industry equipment
reserve account in the General Fund. DECD must use the money to
buy equipment for its film industry job development program (see
above). The account is funded by appropriations and donations for the

account’s purposes. The treasurer administers the account.

§ 8 — DECD FILM INDUSTRY REPORTING REQUIREMENTS

As part of its annual report to the governor and the General
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Assembly, the bill requires DECD to include the following information

on the state’s film industry:
1. an analysis of its activities to support the industry’s growth;

2. a description of the department’s in- and out-of-state marketing
efforts to publicize tax credits to film production and digital
animation companies for production, infrastructure, and job

creation; and

3. recommendations for further developing the state’s film and

entertainment industries.

BACKGROUND
Related Bills
sHB 5509, File 44, reported by the Higher Education and Education

committees, is virtually identical to § 5 of this bill.

sHB 5510, reported by the Higher Education and Appropriations
committees is almost the same as § 6 of this bill, except that it requires
OWC, rather than DECD, to run the film industry job development

program.

sHB 5931, reported by the Finance, Revenue and Bonding
Committee, makes the film production tax credits apply against the
insurance premium tax for the 2006 income year, as well as for 2007

and subsequent years.

COMMITTEE ACTION

Finance, Revenue and Bonding Committee

Joint Favorable Substitute
Yea 45 Nay 7 (04/02/2008)
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